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This  report  is  a  summary  of  all  the  legislative  recom¬ 
mendations  contained  in  the  Analysis  of  the  1980-81  Budget  Bill, 

The  report  was  prepared  in  order  to  present,  in  summary,  our 
legislative  recommendations  to  all  members  in  a  more  timely  manner. 

All  of  the  recommendations  contained  in  the  report  are 
discussed  in  greater  detail  in  the  Anal.ysi s .  The  report  merely 
(1)  summarizes  our  analysis  of  the  issues  involved,  (2)  outlines 
the  contents  of  the  legislation  recommended,  and  (3)  presents  our 
estimate  of  the  fiscal  effect  that  such  legislation  should  have. 
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Program  Area:  Executive 


Subject:  State  Controller's  Office-Locator  Unit 


Reference:  Analysis  p.  110 

Analysi s : 

Chapter  1184,  Statutes  of  1978,  required  the  Controller  to 
establish  a  procedure  to  locate  the  owners  of  unclaimed  property.  The 
Locator  Unit  in  the  State  Controller's  Office  was  established  in 
August  1979  to  carry  out  this  mandate.  The  cost  of  the  Locator  Unit 
is  budgeted  at  $91,552  in  1980-81.  This  cost  is  supported  by  the  Unclaimed 
Property  Fund.  However,  to  the  extent  that  excess  unclaimed  property 
funds  revert  to  the  state  after  five  years,  this  actually  represents 
a  General  Fund  cost.  We  believe  that  such  support  is  not  appropriate 
for  a  program  which  benefits  only  a  small  specific  group. 

Recommendation : 

We  recommend  that  legislation  be  adopted  to  require  the  State 
Controller  to  establish  a  schedule  of  service  charges  which  would  cover 

all  ongoing  expenses  of  the  Locator  Unit. 

Fiscal  Effect: 

Annual  savings  to  the  Unclaimed  Property  Fund  of  about  $92,000. 
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Program  Area:  State  and  Consumer  Affairs 

Subject:  Medical  Student  Loan  Program  within  the  Board  of 

Medical  Quality  Assurance,  Department  of  Consumer  Affairs 

Reference:  Analysis  p.  157 

Analysi s : 

Section  21775  of  the  Business  and  Professions  Code  authorizes 
the  Board  of  Medical  Quality  Assurance  to  grant  loans  to  California 
residents  enrolled  in  approved  California  medical  education  programs. 

The  intent  of  the  loan  program  is  to  encourage  physicians  to  prac¬ 
tice  in  areas  deficient  in  physician  services.  Students  who  do  so 
are  not  required  to  repay  the  loan. 

The  code  further  requires  the  board  to  make  available  annually 
at  least  50  loans,  each  not  to  exceed  $2,000.  Since  1971,  the  board 
has  made  98  loans  totalling  $170,000.  As  of  November  30,  1979, 
approximately  $1,900  of  the  outstanding  loans  have  been  repaid. 

On  November  30,  1979,  in  response  to  the  Supplemental  Report  of  the 
1979  Budget  Act,  the  board  issued  a  report  on  the  overall  efficacy 
of  the  program.  The  report  indicates  that  94  percent  of  all  loan 
recipients  have  not  practiced  medicine  in  a  medically  underserved 
area.  The  report  further  recommends  that  the  program  be  abolished. 

Our  analysis  indicates  that  the  program  has  failed  to  fulfill 
its  mission  of  promoting  physician  services  in  underserved  areas. 

Further,  the  program  appears  unnecessary  and  duplicative.  The 
Song-Brown  Family  Planning  Physicians  Training  Program,  administered 
by  the  Office  of  Statewide  Health  Planning,  makes  funds  available 
to  promote  physician  services  in  underserved  areas. 
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Recommendation : 


We  recommend  that  Section  21775  of  the  Business  and  Professions 
Code  be  repealed. 

Fiscal  Effect: 

The  repeal  of  this  section  and  consequently  the  elimination  of 
the  medical  student  loan  program  will  result  in  annual  savings  of 
$100,000  to  the  Contingent  Fund  of  the  Board  of  Medical  Quality 
Assurance . 
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Program  Area:  State  and  Consumer  Affairs 


Subject:  State  Athletic  Commission  Fees, 

Department  of  Consumer  Affairs 

Reference:  Analysis  p.  158 

Analysi s : 

The  State  Athletic  Commission, establ ished  by  initiative  in  1924, 
is  responsible  for  regulating  the  sports  of  boxing,  wrestling  and 
full  contact  karate.  Section  18680  of  the  Business  and  Professions 
Code  specifies  the  amounts  of  the  21  different  license  fees  which  are 

collected  by  the  commission.  Revenues  derived  from  these  license 

* 

fees,  as  well  as  from  penalties,  fines  and  a  percentage  of  gross  ticket 
sales  are  deposited  in  the  General  Fund.  The  budget  estimates  that  $245,000 
in  revenues  will  be  collected  in  1980-81.  Funds  to  support  the  Athletic 
Commission  are  appropriated  from  the  General  Fund.  The  budget  proposes  an 
appropriation  of  $486,245  for  1980-81.  Therefore,  the  commission's  cost 
in  the  budget  year  will  exceed  the  revenue  it  generates  by  $241,245. 

Our  analysis  identifies  no  complelling  reason  why  this  partic¬ 
ular  regulatory  activity  should  receive  a  General  Fund  subsidy.  The 
benefits  of  this  regulatory  agency  accrue  primarily  to  persons  assoc¬ 
iated  with  the  sports  of  boxing,  wrestling  and  contact  karate,  not 
to  the  general  public.  Consequently,  the  costs  of  providing  these 
benefits  should  be  borne  by  these  persons  rather  than  by  all  taxpayers. 
Furthermore,  the  current  fees  were  last  adjusted  in  1971,  and 
prior  to  1971  had  not  been  increased  since  1941. 
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Recommendation: 


We  recommend  that  urgency  legislation  be  enacted  to  amend 
Section  18680  of  the  Business  and  Professions  Code  so  that  the 
revenues  collected  by  the  State  Athletic  Commission  are  at  a  min¬ 

imum, sufficient  to  cover  operational  costs  commencing  with  fiscal 
year  1980-81. 

Fiscal  Effect: 

This  amendment  will  result  in  an  annual  increase  in  General 
Fund  revenue  of  approximately  $240,000. 
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Program  Area:  State  and  Consumer  Affairs 

Subject:  State  Contracting  Practices 

Reference:  Analysis  p.  187 

Analysi s : 

The  State  Constitution  (Article  VII,  Section  1)  provides  for  a 
Civil  Service  merit  system  for  officers  and  employees  of  the  state.  The 
state  courts  have  interpreted  the  Constitution  to  prohibit  contracts  for 
services  which  could  be  performed  by  state  employees. 

These  limitations  have  been  incorporated  into  guidelines  developed  by 
the  State  Personnel  Board  which  state  that  procurement  of  independent 
contractors  may  be  permissible  only  if  the  work  is  characteri zed  as, 
among  other  things,  urgent,  temporary,  or  occasional;  too  technical  or 
specialized  to  be  performed  by  civil  servants;  or  intermittent  and  irregular. 

The  issue  of  private  contracting  frequently  involves  balancing  the 
interests  of  state  employees  with  those  of  state  government,  itself,  which 
is  expected  to  carry  out  its  activities  in  an  efficient  manner.  Our  analysis 
of  this  issue  suggests  that  it  would  be  appropriate  to  allow  outside  contracting 
where  it  can  be  shown  that  a  service  can  be  performed  on  an  ongoing  basis 
by  independent  contractors  at  a  lower  total  cost  to  the  taxpayers  (including 
fringe  benefits  and  overhead)  than  it  can  by  using  state  employees  and  without 
any  loss  of  quality. 


Recommendation: 

We  recommend  that  the  Legislature: 

1-  Submit  a  constitutional  amendment  to  the  voters  that  would 

authorize  the  procurement  of  government  services. 
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using  independent  contractors  whenever  it  can  be  shown  that 


the  costs  would  be  less  than  using  state  employees. 

2.  Enact  legislation  that  designates  services  for  which 

contracting  may  be  appropriate. 

3.  Request  the  Department  of  Finance  to  develop  guidelines 
for  making  cost  comparisons  between  state  and  private  services. 

4.  Request  that  State  Administrative  Manual  guidelines  be  adopted 

to  establish  procedures  for  the  review,  evaluation  and  accountability 
of  independent  contractors. 

5.  Enact  legislation  setting  forth  appropriate  competitive 
bidding  procedures  to  prevent  abuse  of  contract  awards. 

Fiscal  Effect: 

In  the  short  run,  we  estimate  that  these  amendments  would  result 
in  minor  increased  costs  relating  to  election  and  administrative  expenses. 

In  the  long  run,  we  estimate  that  these  amendments  would  result  in 
substantial  cost  savings  because  the  state  would  be  allowed  to  capitalize 
on  the  potential  savings  resulting  from  the  procurement  of  government 
services  using  independent  contractors  whenever  it  can  be  shown  that  the 
costs  would  be  less  than  using  state  employees. 
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Program  Area:  State  and  Consumer  Services 

Subject:  Funds  in  the  Architecture  Revolving  Fund 


Reference:  Analysis  p#  208 

Analysis : 

Section  14959  of  the  Government  Code  requires  that  any 
unencumbered  balance  of  capital  outlay  funds  deposited  in  the 
Archi tectural  Revolving  Fund  must,  within  three  months  after 
the  project  is  completed,  or  within  three  years  from  the  time 
the  funds  were  transferred  to  the  fund,  whichever  comes  first, 
be  withdrawn  from  the  Revolving  Fund  and  transferred  to  the 
credit  of  the  appropri ati on  from  which  the  funds  came.  These 
funds  then  remain  on  the  State  Controller's  "book"  for  an 
additional  two  years.  As  a  result,  funds  excess  to  project 
needs,  as  determined  by  competitive  bidding,  can  remain  in  the 
original  appropriation  and  not  be  available  for  other  purposes 
for  up  to  five  years  after  the  original  appropriation.  This 
limits  the  Legislature's  fiscal  flexibility  and  may  prevent  it 
from  responding  to  other  pressing  needs. 

Recommendati on : 

We  recommend  that  Section  14959  of  the  Government  Code  be 
amended  to  require  that  excess  construction  amounts  be  returned  to 

the  original  fund  source  rather  than  the  appropriati on  from  which 
the  funds  came. 
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Fiscal  Effect: 


This  amendment  will  have  no  fiscal  cost.  The  amendment  will 
increase  the  Legislature's  fiscal  flexibility  and  control  with 
regard  to  state  expenditures. 


-9- 


Program  Area:  State  and  Consumer  Affairs 

Subject:  Public  Employees'  Retirement  System  (PERS) 

Reference:  Analysis  p.  225 

Analysi s : 

Chapter  1089,  Statutes  of  1977  (SB  1240),  authorized  the  PERS 
to  purchase  a  site  and  construct  a  building  (or  remodel  an  existing 
structure)  for  its  new  administrative  headquarters  in  Sacramento  County. 

In  February  1979,  pursuant  to  this  authorization,  PERS  acquired  a 
piece  of  improved  commercial  property  in  downtown  Sacramento,  containing 
office  space,  a  supermarket,  garage  space  and  a  gasoline  station.  PERS 
originally  claimed  that  it  needed  this  property,  because  it  was  adjacent 
to  the  proposed  site  of  its  new  administrative  building.  Subsequent  to 
the  purchase  of  this  improved  property,  negotiations  for  the  adjacent 
headquarters  site  were  terminated  and  the  system  is  now  looking  elsewhere 
in  downtown  Sacramento  for  an  appropriate  building  site.  Despite  the 
fact  that  PERS  has  abandoned  its  plans  to  acquire  this  adjacent  site 
for  its  administrative  building,  the  system  continues  to  hold  the 
improved  commercial  property  for  profit.  We  question  the  appropriateness 
of  this  arrangement  for  the  following  reasons: 

1.  PERS  is  supporting  a  commercial  enterprise  for  no  public  purpose; 

2.  The  property  is  removed  from  the  local  property  tax  rolls.; 

3.  It  permits  PERS  to  compete  with  the  Department  of  General 
Services  for  lease  of  office  and  parking  space  to  state 
agencies;  and 

4.  It  does  not  appear  to  be  consistent  with  legislative  intent. 

We  do  not  believe  that  the  Legislature,  in  enacting  Chapter  1089, 
Statutes  of  1977,  intended  to  give  PERS  a  blanket  authorization 
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to  invest  in  commercial  real  estate,  except  as  necessary 
to  develop  its  own  administrative  building. 

Recommendation: 

We  recommend  enactment  of  legislation  clarifying  the  state 
policy  on  PERS  investments  in  commercial  real  estate. 

Fiscal  Effect: 

No  significant  impact  anticipated.  Should  the  Legislature  decide 
to  prohibit  PERS  investments  in  direct  ownership  of  commercial  real 
estate,  proceeds  from  the  sale  of  the  property  may  be  invested  in  other 
high  yielding  authorized  investment  mediums,  such  as  deeds  of  trust, 
or  short-term  instruments. 
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Program  Area:  State  and  Consumer  Affairs 


Subject:  Budget  Act  Appropriation  of  the  Veterans'  Home  Post  Fund 

Reference:  Analysis  p.238 

Analysis: 

The  Veterans'  Home  maintains  a  Post  Fund  to  be  used  for  the  benefit 
of  the  home  and  its  members.  Currently,  expenditures  are  not  subject  to 
appropriation  in  the  Budget  Act.  Since  1976-77,  Post  Fund  expenditures 
have  exceeded  Post  Fund  income.  Information  provided  in  the  Governor's 
Budget  indicates  that  this  trend  will  continue. 

Because  the  Post  Fund  pays  for  certain  goods  that  the  General  Fund 
might  otherwise  have  to  support,  the  declining  Post  Fund  balance  may  result 
in  increased  demands  on  the  General  Fund  in  the  future.  For  this  reason, 
the  Legislature  should  oversee  the  use  of  these  funds  through  the  budget 
process.  However,  in  order  to  exercise  such  control  over  the  Post  Fund, 
the  fund  must  be  established  in  law  as  a  state  fund  in  the  State 
Treasury. 

Recommendation: 

We  recommend  that  legislation  be  enacted  authorizing  the  appropriation  of 
funds  from  the  Veterans'  Home  Post  Fund  in  the  annual  Budget  Act  starting  in  1981 
Fiscal  Effect: 

We  estimate  that  this  legislation  could  result  in  higher  revenues  to 
the  Post  Fund  because  the  fund  would  be  able  to  take  advantage  of  invest¬ 
ment  services  provided  by  the  State  Treasurer. 
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Program  Area:  Business  and  Transportation 


Subject:  Licensing  of  Independent  and  Public  Insurance  Adjusters 


Reference:  Analysis  pp.  286-288 

Analysis : 

Independent  and  public  insurance  adjusters  are  currently  lic¬ 
ensed  by  the  Department  of  Consumer  Affairs'  Bureau  of  Collection 
and  Investigative  Services.  Because  of  limited  staff  and  a  lack  of 
expertise  relative  to  insurance  practices  and  law,  the  bureau  cannot 
mediate  the  majority  of  consumer  complaints  filed  against  independent 
and  public  adjusters. 

Independent  adjusters  who  act  as  agents  of  insurance  companies 
are  regulated  indirectly  by  the  Department  of  Insurance  through  its 
regulation  of  insurance  company  practices.  Public  adjusters  act  as 
agents  of  consumers,  and  are  not  subject  to  any  regulation  by  the 
Department  of  Insurance.  A  transfer  of  authority  to  license  indepen¬ 
dent  and  public  adjusters  to  the  Department  of  Insurance  will  enable 
more  effective  supervision  of  overall  industry  practices  and  the 
provision  of  better  protection  and  service  to  consumers. 

Recommendation : 

We  recommend  enactment  of  legislation  transferring  the  authority 

to  license  independent  and  public  insurance  adjusters  from  the 

Department  of  Consumer  Affairs  to  the  Department  of  Insurance.  We 

further  recommend  that  the  Insurance  Commissioner  be  given  the  auth¬ 
ority  to  promulgate  necessary  rules  and  regulations  for  the  licensure 
and  supervision  of  independent  and  public  adjusters. 


-13- 


Fiscal  Effect: 


We  estimate  that  if  the  present  license  fee  schedule  is  main¬ 
tained,  this  transfer  of  authority  will  result  in  an  estimated  annual 
revenue  decrease  of  $43,550  in  the  Private  Investigators  and  Adjusters 
Fund  and  a  corresponding  increase  in  revenue  to  the  General  Fund. 

It  is  also  estimated  that  the  increase  in  Department  of  Insurance 
workload  will  not  be  significant  and  that  any  costs  would  be  offset 
by  revenue  from  licensing  fees. 
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Program  Area:  California  Transportation  Commission 


Subject:  Allocation  of  Mass  Transportation  Capital  Outlay  Funds 


Reference:  Analysis  p.  308 

Analysis : 

The  California  Transportation  Commission  is  the  only  body  authorized 
to  allocate  all  funds  appropriated  by  the  Legislature  for  capital  outlay 
on  state  highways.  This  comprehensive  procedure  was  established  to 
insure  that  highway  funds  are  allocated  on  the  basis  of  identified 
statewide  needs. 

In  the  mass  transportation  area,  however,  the  responsibility 
for  allocation  of  capital  outlay  funds  is  fragmented.  Although  the 
commission  is  responsible  for  allocating  mass  transit  guideway  funds 
and  a  portion  of  funds  provided  for  intermodal  transfer  facilities, 
the  Department  of  Transportation  is  responsible  for  allocating  inter¬ 
city  and  commuter  rail  improvement  funds  (although  commuter  rail  expen¬ 
ditures  must  first  be  included  in  regional  Transportation  Improvement 
Plans).  The  department  is  also  responsible  for  allocating  funds  for 
abandoned  railroad  rights-of-way,  and  a  portion  of  the  funds  available 
for  grade  separation  projects  (although  projects  in  both  of  these 
categories  must  first  be  selected  by  the  commission).  Finally,  the 
Legislature  sometimes  appropriates  funds  for  specific  projects. 

The  enactment  of  Chapter  161,  Statutes  of  1979  (SB  620),  has 
significantly  increased  the  funding  available  for  mass  transportation 
capital  outlay.  If  the  allocation  of  transportation  funds  is  to  be 
carried  out  on  the  basis  of  a  comprehensive  statewide  plan,  we  recommend 
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the  commission  be  given  the  same  allocation  authority  over  mass  trans¬ 
portation  funds  that  it  now  possesses  for  highway  funds. 

Recommendation : 

We  recommend  enactment  of  legislation  whi ch  wo u 1 d  p rovide  the 
California  Transportation  Commission  the  authority  to  allocate  all  state 

revenues  appropriated  for  capital  outlay  in  the  area  of  mass  transportation 
Fiscal  Effect: 

No  additional  state  costs. 


-16- 


Program  Area:  Business  and  Transportation 

Subject:  Consolidation  and  codification  of  the  Department  of 

Transportation's  existing  statutory  authority  in 
mass  transportation. 

Reference:  Analysis  p.  352 

Analysis : 

The  Department  of  Transportation's  authority  in  the  area  of 
mass  transportation  is  codified  in  36  statutes.  The  Supplemental  Report 
of  the  1979  Budget  Act  requested  the  department  to  prepare  a  report 
on  its  existing  mass  transportation  authority  and  to  include  draft 
legislation  to  consolidate  its  authority.  The  report,  completed  in 
November  of  1979,  proposes  recodification  of  existing  law  and  proposes 
other  minor  changes. 

Our  review  indicates  that  the  report  organizes  and  clarifies 
the  numerous  statutes  pertaining  to  the  department's  mass  transporta¬ 
tion  authority.  It  also  eliminates  redundant  or  outdated  sections  of 
law.  Legislation  based  on  this  report  would  consolidate  the  department's 
authority  in  the  mass  transportation  area,  recodify  existing  law,  and 
delete  outdated  sections  of  the  statutes. 

Recommendation : 

We  recommend  that  legislation  be  enacted  which  would 
consolidate  and  recodify  the  department's  existing  statutory 

authority  in  the  mass  transportation  area. 

Fiscal  Effect: 

No  additional  state  costs. 
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Program  Area:  Business  arid  Transportation 


Subject:  Authorization  for  the  Department  of  Transportation 

to  expend  funds  appropriated  for  intercity  and  commuter 
rail  passenger  service  for  either  rail  or  bus  needs. 

Reference:  Analysis  p.  358 

Analysis : 

Chapter  161  appropriated,  for  three  years,  $15  million  for  rail 
capital  improvements  and  $21  million  for  rail  operations  support.  It 
also  appropriated,  for  one  year,  $1  million  for  intercity  bus  trans¬ 
portation.  The  Department  of  Transportation  is  responsible  for  allo¬ 
cating  these  funds  to  specific  projects. 

Although  the  public  sector  provides  subsidies  for  interci ty  bus 
transit,  most  state  funding  for  intercity  or  long-haul  commute  service 
is  directed  toward  rail.  It  is  not  clear,  however,  that  support  of 
intercity  rail  service  is  always  more  cost-beneficial  than  support  of 
bus  service.  In  the  San  Bernardino-Los  Angeles  corridor,  for  example, 
the  department  advocates  both  increased  bus  and  rail  service.  Corridor 
studies  conducted  by  the  department  often  recommend  a  combination  of 
increased  bus  and  rail  service  to  meet  future  travel  demand. 

Hearings  have  been  held  to  consider  initiation  or  continuation 
of  rail  service  in  several  intercity  and  commute  corridors  in  the  state. 
The  department  has  pointed  out  that  rail  provides  a  right-of-way  that 
is  needed  in  heavily  congested  areas.  Conversely,  the  Southern 
Pacific  Transportation  Company  and/or  Greyhound  Lines  have  testified 
that  in  these  specific  corridors:  (1)  bus  service  can  be  provided 
less  expensively  than  rail  service,  and  (2)  based  on  current  levels  of 
usage,  buses  are  more  energy  efficient  than  trains. 
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Limited  state  funds  can  be  used  most  effectively  if  they  are 
allocated  to  the  most  cost-beneficial  transportation  mode  (or  combina¬ 
tion  of  modes)  in  a  corridor  where  public  support  is  deemed  desirable. 
The  current  funding  mechanism  does  not  allow  the  department  to  make 
trade-offs  between  bus  and  rail  service,  thereby  reducing  the  number 
of  persons  who  can  be  served  with  state  funds.  Better  utilization  of 
these  funds  may  be  promoted  through  the  enactment  of  legislation  auth¬ 
orizing  the  department  to  allocate  funds  previously  appropriated  in 
Chapter  161  for  intercity  and  commuter  rail  service  for  either  rail 
or  bus  needs . 

Recommendation : 

We  recommend  that  Section  71(c)(2)(A)  of  Chapter  161,  Statutes 

of  1979  be  amended  to  authorize  expenditure  of  funds  appropriated  in 
that  section  for  rail  passenger  services  for  either  intercity  bus  or 
rail  transportation  needs. 

Fiscal  Effect: 

No  additional  state  costs. 
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Program  Area:  Business  and  Transportation 

Subject:  Limited  Peace  Officer  Status  for  CHP  Commercial 

Vehicle  Inspection 

Reference:  Analysis  pp.  380-381 

Analysi s : 

The  California  Highway  Patrol  (CHP)  operates  inspection  and 
platform  scale  facilities  to  insure  that  vehicles  are  in  safe 
mechanical  condition  and  comply  with  the  state  s  vehicle  weight 
laws.  During  the  current  year,  the  department  has  assigned  41  traffic 
officers  and  89  nonuni  formed  commercial  vehicle  inspectors  to  these 
faci 1 i ties . 

Only  uniformed  CHP  personnel  are  authorized  in  current  law 
to  issue  citations  for  viol ating  the  Vehicle  Code.  Therefore, 
traffic  officers  must  be  present  at  the  facilities  to  sign  cita¬ 
tions  even  though  the  commercial  vehicle  inspectors  weigh  and 
inspect  the  vehicles  and  often  complete  the  enforcement  documents. 

Our  analysis  indicates  that  nonuniformed  inspectors  could 
perform  all  aspects  of  the  commercial  activity,  making  possible 
significant  savings  to  the  state.  In  Oregon  and  Washington  State, 
for  example,  nonuniformed  personnel  perform  the  same  functions  as 
are  carried  out  in  CHP  facilities  without  the  presence  of  uniformed 
officers.  Staff  in  both  states  indicate  that  there  have  been  few 
problems  with  this  use  of  nonuniformed  personnel.  In  addition, 
the  level  of  training  given  to  CHP  cadets  does  not  appear  to  be 
appropriate  to  the  job  that  traffic  officers  must  perform  in  inspec¬ 
tion  facilities.  Traffic  officers  could  be  more  effectively  utilized 
in  road  patrol  duties. 
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To  permit  nonuniformed  inspectors  to  assume  all  inspection 
functions,  limited  peace  officer  status  must  be  granted  to  the 
inspectors,  as  was  done  in  Oregon  and  Washington  State.  Such 
limited  authority  in  California  is  granted  in  Penal  Code  Section 
830.2  to  many  public  employees  whose  duties  may  require  police 
powers.  Such  authority  is  limited  to  the  narrow  responsibilities 
of  the  job;  full-time  police  powers  are  not  granted. 

Recommendation : 

We  recommend  that  Section  830.2  of  the  Penal  Code  be 
amended  to  designate  CHP  commercial  vehicle  inspectors  as  peace 

officers  for  the  purpose  of  enforcing  provisions  of  the  Vehicle 

Code  related  to  their  duties. 

Fiscal  Effect: 

Replacing  the  41  traffic  officers  with  commercial  vehicle 
inspectors  would  save  the  Motor  Vehicle  Account  over  $400,000 
annually  in  salaries  and  benefits.  Additional  savings  would  result 
from  reduced  training  needs. 
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Program  Area:  Business  and  Transportation 


Subject:  Use  of  State  Vehicles  by  CHP  Personnel 


Reference:  Analysis  pp.  383-385 

Analysis : 

Section  13956  of  the  Government  Code  specifically  exempts 
uniformed  personnel  in  the  California  Highway  Patrol  (CHP)  from 
Board  of  Control  regulations  concerning  the  use  of  state  vehicles. 

The  CHP  is  the  only  department  given  such  an  exemption. 

Our  analysis  indicates  that  the  CHP  is  unnecessarily  per¬ 
mitting  some  personnel  to  take  vehicles  home  at  night.  Commanders 
and  Assistant  Commanders  of  administrative  divisions  in  headquarters 
are  permitted  to  take  vehicles  home  in  case  an  emergency  arises 
after  business  hours  requiring  their  presence  in  headquarters. 
Discussions  with  CHP  personnel  indicate  that  such  emergencies  occur 
very  infrequently.  In  addition,  other  means  exist  to  contact  the 
personnel  and  make  them  available  in  headquarters  without  their 
taking  vehicles  home  each  night. 

Our  review  indicates  that  CHP  policies  concerning  vehicle 
home-use  permits  may  not  be  consistent  with  Board  of  Control  policy. 
In  addition,  we  can  find  no  basis  for  CHP  exemption  from  board  auth¬ 
ority.  Regulation  by  the  board  would  not  interfere  with  the  perform¬ 
ance  of  duties  by  CHP  members. 
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Recommendation : 


We  recommend  that  Section  13956  of  the  Government  Code  be 
repealed  to  restore  Board  of  Control  authority  of  vehicle  use  by 

CHP  members. 

Fiscal  Effect: 

Minor  savings  to  the  Motor  Vehicle  Account  in  reduced  vehicle 
purchase  requirements  and  automotive  operating  expenditures. 
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Program  Area : 


Waterways  Management  Planning 


Subject:  Clarification  of  the  Wild  and  Scenic  Rivers  Act 


Reference:  Analysis  pp.  421-422 

Analysi s : 

Section  5093,58  of  the  Public  Resources  Code  (PRC),  as  established 
pursuant  to  the  1972  Wild  and  Scenic  Rivers  Act,  requires  the  Secretary 
of  Resources  to  (1)  prepare  management  plans  to  administer  designated 
rivers  and  adjacent  land  areas,  and  (2)  submit  such  plans  to  the  Legis¬ 
lature  for  approval.  This  PRC  section  constitutes  the  sole  statutory 
basis  for  the  Waterways  Management  Planning  administered  by  the  Department 
of  Fish  and  Game  under  contract  with  the  Resources  Secretary. 

As  a  result  of  a  lack  of  clarity  and  specificity  in  the  1972  Act, 
the  Resources  Secretary,  Director  of  Fish  and  Game,  and  private  consult¬ 
ing  firms  have  considerable  discretion  over  matters  relating  to: 

©  The  extent  of  the  planning  area  adjacent  to  the  rivers, 

©  The  scope  of  land  uses  to  be  evaluated  through  the  plan¬ 
ning  processes,  and 

®  The  types  of  regulatory  tools  available  to  affect  or 
implement  plan  provisions. 

No  timetable  is  indicated  in  the  1972  Act  for  submitting  completed 
management  plans  to  the  Legislature.  It  is  also  unclear  (a)  whether 
approval  of  any  such  plans  by  the  Legislature  would  make  the  plans's  pro¬ 
visions  binding  on  state  and  local  government,  or  (b)  whether  the  Resources 
Secretary  or  affected  state  agencies  have  authority  to  enforce  such  provi¬ 
sions  or  regulate  land  use.  Consequently,  it  is  difficult  for  the 
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Legislature  to  evaluate  the  performance  of  the  Resources  Secretary  and 
Department  of  Fish  and  Game  in  developing  river  management  plans  required 
pursuant  to  the  1972  Act, 

By  the  end  of  the  current  fiscal  year,  a  total  of  about  $1,5  million 
will  have  been  expended  over  a  six-year  period  towards  completion  of 
management  plans.  Since  the  program  was  organized  and  assigned  to  the 
Department  of  Fish  and  Game  in  1975,  only  plans  for  two  portions  of  the 
American  River  have  been  completed  and  submitted  to  the  Legislature,  Legis¬ 
lation  approving  these  two  plans  has  not  yet  been  enacted. 

Recommendation: 

We  recommend  that  Section  5093.58  be  amended  to  clarify  the  goals 
and  objectives  of  the  management  planning  program  required  under  the 

Wild  and  Scenic  Rivers  Act  of  1972. 

Fiscal  Effect: 

If  the  Legislature  intends  that  the  1972  Act  be  limited  to  a  pro¬ 
hibition  on  dam  construction,  and  the  statutory  basis  for  the  management 
planning  program  is  deleted  from  the  Public  Resources  Code,  we  estimate 
General  Fund  savings  of  about  $350,000  annually  by  elimination  of  the 
Waterways  Management  Planning  Program  within  the  Department  of  Fish  and 
Game.  However,  if  the  statutory  basis  for  the  planning  program  is  con¬ 
tinued  and  specific  dates  for  submitting  management  plans  are  mandated,  there 

would  also  be  savings  once  plans  for  all  rivers  are  finally  completed. 

When  this  occurs,  the  level  of  the  program  could  be  substantially  reduced. 
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Program  Area :  Resources  and  Energy 


Subject:  State  Solid  Waste  Managment  Board 

Research  on  Hazardous  Waste  Disposal 

Reference:  Analysis  p.  469 

Analysi s : 

Section  25170  of  the  Health  and  Safety  Code  specifies  the  powers 
and  duties  of  the  Department  of  Health  Services  regarding  the  handling 
of  hazardous  wastes.  Section  66796.83  of  the  Government  Code 
prohibits  the  State  Solid  Waste  Management  Board  from  assuming  or 
duplicating  the  specified  powers  and  duties  of  the  Department  of 
Health  Services. 

However,  the  Solid  Waste  Management  Board  is  the  most  appropriate 
agency  to  undertake  research  into  technol igical  alternatives  to  land 
disposal  of  hazardous  waste.  The  board  currently  is  responsible  for 
the  development  of  economically  and  environmentally  sound  alternatives 
to  land  disposal  of  non-hazardous  waste.  The  study  of  similar 
techniques  for  hazardous  waste  would  be  a  logical  extension  of  the 
board's  present  work. 

Recommendation: 

We  recommend  that  Section  25170  of  the  Health  and  Safety  Code  and 

Section  66796.83  of  the  Government  Code  be  amended  to  allow  the  Solid 

Waste  Management  Board  to  study  alternatives  to  the  land  disposal  of 

hazardous  waste. 

Fiscal  Effect: 

None. 
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Program  Area : 


Resources  and  Energy 


Subject:  Reorganization  of  State  Solid  Waste  Management  Board 


Reference:  Analysis  p.  474 

Analysi s : 

Sections  66700-66796  of  the  Government  Code  outline  the  structure 
and  functions  of  the  State  Solid  Waste  Management  Board.  In  our  Analysi s 
of  the  1979  Budget  Bill,  we  recommended  that  the  board  be  replaced  with 
a  department.  Our  analysis  indicates  that  such  action  is  still  appro¬ 
priate.  The  nine-member  board  is  too  large  and  too  diverse  in  its  member¬ 
ship  to  make  technical  policy  and  program  decisions  and  move  high-technology 
projects  forward.  The  board  has  not  acted  aggressively  in  the  past  year  to 
implement  the  statewide  loan  and  grant  program  for  recycling  and  resource 
recovery  projects.  In  particular,  the  board  has  been  deficient  in  adminis¬ 
tering  assistance  to  the  local  agencies  and  private  companies  developing 
the  waste-to-energy  projects. 

Recommendations : 

We  recommend  that  Sections  66700-66796  of  the  Government  Code  be 

amended  to  reorganize  the  board. 

Fiscal  Effect: 

We  do  not  anticipate  that  any  reduction  in  expenditures  would  result 
from  this  amendment.  Rather,  the  existing  level  of  funding  would  be  used 
more  effectively. 
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Program  Area : 


Resources  and  Energy 


Subject:  Responsibility  for  Historic  Restoration  Projects, 

Department  of  Parks  and  Recreation 

Reference:  Analysis  pp.  582-591 

Analysis: 

Sections  14255-14258  and  14270  of  the  Government  Code  provide  that 
all  state  park  system  major  capital  outlay  historic  restoration  projects 
be  managed  by  the  State  Architect  on  behalf  of  the  Department  of  Parks 
and  Recreation. 

A  backlog  of  12  projects,  totaling  about  $5  million,  existed  on 
January  1,  1980.  Some  of  the  projects  such  as  Sonoma  Barracks  and  Hearst 
Castle  have  made  reasonable  progress,  but  other  projects  such  as  Angel 
Island  Immigration  Station,  Cooper  Molera  Adobe  in  Monterey,  Fort  Ross  on 
the  Sonoma  Coast  and  Old  Town  San  Diego  have  been  moving  slowly  or  have 
been  stalled  for  some  time. 

The  State  Architect  has  encountered  extreme  difficulties  in  keeping 
more  than  two  or  three  projects  going  at  one  time  because  of  problems 
in  retaining  skilled  workers  and  supervisors.  Coordination  problems  be¬ 
tween  the  State  Architect  and  the  department  have  also  contributed  to 
delays,  loss  of  continuity  and  increased  costs. 

There  appears  to  be  no  advantage  gained  by  assigning  this  work  to 
the  State  Architect.  Direct  management  by  the  department  would  greatly 
improve  coordination  and  control  of  the  projects  by  the  department's 
architects,  historians  and  interpretive  specialists. 


Recommendation: 


We  recommend  that  legislation  be  enacted  permitting  the  Depart¬ 

ment  of  Parks  and  Recreation  to  manage  its  historic  restoration  projects 
rather  than  contracting  with  the  State  Architect  for  this  work. 

Fiscal  Effect: 

Improved  management  of  the  restoration  projects  should  result  in 
substantial  savings  to  various  state  special  capital  outlay  funds. 
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Program  Area:  Health  and  Welfare 

Subject:  Cost-of-Living  Increases  for  AFDC  and  SSI/SSP  Recipients 

Reference:  Analysis  pp.  880  and  892 

Analysis: 

Section  11453  of  the  Welfare  and  Institutions  Code  requires 
that  recipients  of  assistance  under  the  Aid  to  Families  with  Dependent 
Children  (AFDC)  program  receive  an  annual  cost-of-living  increase  on 
their  grants  effective  July  1  of  each  year.  In  addition.  Sections 
12201,  12205  and  12205.1  of  the  Welfare  and  Institutions  Code  require 
that  recipients  of  assistance  under  the  Supplemental  Security 
Income/State  Supplementary  Payment  (SSI/SSP)  program  receive  annual 
cost-of-living  increases.  Specifically,  the  state  is  required  to  pro¬ 
vide  a  cost-of-living  adjustment  on  the  SSP  grant  and  to  pass  on  the 
federal  cost-of-living  increase  on  the  SSI  grant. 

Our  analysis  indicates  that  the  current  statutory  requirement 
to  provide  an  automatic  cost-of-living  adjustment  limits  the 
Legislature's  ability  to  set  spending  priorities.  In  addition,  it  is 
possible  that  in  the  future  an  automatic  cost-of-living  increase  in 
these  program  areas  could  require  the  state  and  counties  to  curtail 
appropriations  in  other  areas  due  to  the  provisions  of  Article  XI I  IB 
of  the  state  Constitution  (added  by  Proposition  4  on  the  November  1979 
ballot) . 

Recorrmendati  on: 

We  recommend  that  Sections  11453,  12201,  12205  and  12205.1  of 

the  Welfare  and  Institutions  Code  be  amended  to: 
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(1)  Delete  the  provisions  for  an  automatic  cost-of-living 
increase  for  the  AFDC  and  SSI/SSP  grants,  and 

(2)  Provide  for  the  cost-of-living  adjustment  through  the 
annual  budget  process. 

Fiscal  Effect: 

The  fiscal  effect  of  this  proposal  would  depend  upon  the 
cost-of-living  increase  provided  by  the  Legislature. 

If  the  proposed  cost-of-living  increase  on  the  SSI  and  SSP 
grants  is  modified  during  1980-81,  state  expenditures  will  be  increased 
in  two  ways.  First,  the  state  would  be  required  to  provide  food 
stamps  directly  to  eligible  SSI/SSP  recipients  instead  of  providing 
cash  in  lieu  of  food  stamps  as  it  is  doing  now.  Second,  in  order 
to  avoid  a  reduction  in  federal  Medi-Cal  funds  during  1980-81,  the 
state  would  be  required  to  provide  cost-of-living  increases  to 
individuals  who  were  receiving  assistance  under  the  previous  adult 
aid  program  in  California  and  who  were  grandfathered  into  the  SSI/SSP 
program  in  1974  at  higher  grant  levels. 
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Program  Area:  Health  and  Welfare 

Subject:  In-Home  Supportive  Services  (IHSS)  Cost-of-Living  Adjustment 

Reference:  Analysis  page  925 

I 

Analysis: 

Sections  12304  and  12201  of  the  Welfare  and  Institutions  Code 
limits  the  maximum  monthly  dollar  amount  awarded  to  the  two  categories 
of  IHSS  clients:  (a)  recipients  who  are  authorized  to  receive  at 
least  20  hours  per  month  of  personal  care,  ambulation,  paramedical  and 
other  specified  services  and  (b)  recipients  who  receive  less  than  20 

hours  of  these  specified  services. 

Existing  law  requires  that  the  maximum  amount  of  monthly 
payments  to  IHSS  recipients  be  adjusted  annually  to  provide  cost-of- 
living  increases  identical  to  those  statutorily  authorized  for 
Supplemental  Security  Income/State  Supplementary  Payment  (SSI/SSP) 
recipients.  Although  existing  law  stipulates  that  the  annual  cost-of- 
living  increase  to  the  allowable  payment  level  will  not  automatically 
increase  individual  monthly  awards,  there  is  tremendous  pressure  for 
counties  to  provide  monthly  payments  at  the  maximum  level  permitted  by 
1  aw. 

The  statutory  increase  and  pressure  to  pay  the  maximum 
allowable  monthly  grant,  partially  account  for  the  continued  growth  in 
expenditures  for  the  In-Home  Supportive  Service  program.  Amending 
current  statute  to  bring  the  cost-of-living  adjustments  within  the  budget 
review  process  of  the  Legislature  will  lead  to  greater  control  of  expendit 
Recommendation: 

We  recommend  that  Sections  12304  and  12201  of  the  Welfare  and 
Institutions  Code  be  amended  to  allow  the  Legislature  to  adjust  maxi¬ 

mum  monthly  payments  to  IHSS  recipients  by  a  cost-of-living  factor 
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determined  through  the  annual  budget  process  rather  than  automatically 


through  statute. 

Fiscal  Effect: 

Amending  existing  law  will  not  in  itself  have  a  fiscal  effect. 
However,  subsequent  decisions  during  the  budget  process  could  result 
in  General  Fund  savings. 
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Program  Area:  Health  and  Welfare 

Subject:  Licensed  Maternity  Care  Homes  Program 

Reference:  Analysis  page  934 

Analysis: 

Chapter  1190,  Statutes  of  1977,  the  Pregnancy  Freedom  of  Choice 
Act,  established  the  Licensed  Maternity  Care  Homes  Program  to  provide 
counseling  and  residential  treatment  services  to  unmarried,  pregnant 
women  under  the  age  of  21.  The  act  appropriated  $1.2  million  for  anti¬ 
cipated  half-year  costs  in  1977-78  and  further  provided  for  a  $2.4 
million  annual  continuing  appropriation  to  carry  out  the  provisions  of 
this  program. 

Chapter  1190  also  provided  that  the  monthly  rates  paid  per 
client  to  licensed  maternity  care  homes  be  increased  annually  by  10 
percent.  As  a  result,  program  expenditures  increase  yearly  and  will 
exceed  the  amount  appropriated  by  Chapter  1190  by  1982-83. 

To  provide  an  appropriate  level  of  funding  for  this  program  and 
to  assure  legislative  flexibility  and  program  review,  we  reconmend 
legislation  be  enacted  to  provide  that  funding  for  this  program  be 
subject  to  the  annual  budget  process. 

Reconmendati  on: 

We  recommend  that  Section  16151  of  the  Welfare  and  Institutions 
Code  be  amended  to  include  funding  for  the  Licensed  Maternity  care 

Homes  program  in  the  legislative  budget  process. 

Fiscal  Impact: 

The  fiscal  impact  of  this  reconmendati  on  woul  d  be  dependent  upon 
legislative  authorizations  included  in  the  annual  Budget  Bill. 
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Program  Area:  Health  and  Welfare 

Subject:  Fiscal  Sanctions  for  Counties  with  High  Error  Rates 

in  Administering  the  AFDC  Program 
Reference:  Analysis  page  941 

Analysis: 

Section  15200.4  of  the  Welfare  and  Institutions  Code  allows,  but 
does  not  require,  the  Director  of  the  Department  of  Social  Services  to 
hold  counties  financially  liable  for  excessive  error  rates  in  the  admini¬ 
stration  of  the  AFDC  program.  In  addition,  the  director  is  give  the 
authority  to  establish  the  error  rate  standards  for  which  counties 
will  be  held  liable. 

The  Department  of  Social  Services  has  stated  it  will  not  sanc¬ 
tion  counties  with  high  error  rates  for  the  first  two  quality  control 
periods  (October  1978  -  March  1979  and  April  1979  -  September  1979). 
(During  the  first  quality  control  period,  state  funds  misspent  by  the 
counties  totaled  $24.1  million.)  The  department  has  indicated  that 
sanctions  might  be  applied  during  the  third  quality  control  period  of 
October  1979  -  March  1980. 

Our  analysis  indicates  that  current  law  should  be  amended  to 
require  that  fiscal  sanctions  be  applied  against  counties  with  high 
error  rates  because: 

(1)  Fiscal  sanctions  are  needed  to  encourage  counties  to 
control  program  costs; 

(2)  The  level  of  government  responsible  for  determining  eligi¬ 
bility  and  making  payments  should  be  responsible  for  excessive  over¬ 
payments  and  payments  to  ineligibles; 


-35- 


(3)  The  federal  government  has  proposed  regulations  which  would 
require  all  states  to  reduce  their  payment  error  rates  to  4  percent  by 
September  30,  1982; 

(4)  Fiscal  sanctions  will  allow  the  state  to  recover  some  of 
its  funds  misspent  by  counties. 

Recorrmendation: 

We  recommend  that  Section  15200,4  of  the  Welfare  and 
Institutions  Code  be  amended  to  require  that  fiscal  sanctions  be 
applied  against  counties  with  error  rates  above  the  error  rate  standard. 

Fiscal  Effect: 

The  fiscal  effect  of  this  amendment  will  vary  depending  upon 
the  error  rates  for  each  county  and  the  error  rate  standard 
established  by  the  department.  Counties  with  error  rates  above  the 
error  rate  standard  would  be  held  fiscally  liable  for  overpayments  and 
payments  to  ineligibles.  If  this  amendment  were  applied  for  the  first 
quality  control  period  (October  1978  -  March  1979),  the  state  would 
have  recovered  $20.9  million  in  misspent  funds  from  15  counties  with 
high  error  rates. 
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Program  Area:  Health  and  Welfare 

Subject:  Child  Support  Services  Provided  Nonwelfare  Recipients 

Reference:  Analysis  page  947 

Analysis : 

Article  7  of  the  Welfare  and  Institutions  Code  establishes  a 
child  support  enforcement  program  in  California  responsible  for  deter¬ 
mining  paternity,  locating  absent  parents  and  collecting  child  support 
payments  from  absent  parents.  These  services  are  available  to  welfare 
and  nonwelfare  parents.  Section  15204.2  of  the  Welfare  and 
Insitutions  Code  provides  that  where  federal  funds  are  not  available, 
as  is  presently  the  case,  the  state  will  pay  75  percent  of  the  admini¬ 
strative  costs  of  services  provided  to  nonwelfare  recipients  and  the 
counties  will  pay  the  remaining  share  of  administrative  costs. 

Federal  regulations  allow  states  to  recover  their  administra¬ 
tive  costs  for  child  support  services  provided  nonwelfare  recipients 
by  deducting  the  costs  for  such  services  from  the  amount  of  the  sup¬ 
port  payment  made  to  the  recipient.  In  addition,  federal  regulations 
do  not  prohibit  a  state  from  charging  the  absent  parent  for  the  admini¬ 
strative  costs  of  this  program,  instead  of  deducting  the  costs  from 
the  support  payment.  However,  the  Legislative  Counsel  has  issued  an 
opinion  that  no  state  authority  exists  to  deduct  administrative  costs 
of  the  child  support  enforcement  program,  either  from  the  child  support 
payment  or  by  charging  such  costs  to  the  absent  parent. 

Recorrmendati  on: 

We  recommend  that  Section  15204.2  of  the  Welfare  and 
Institutions  Code  be  amended  to  allow  the  state  and  counties  to 
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recover  their  administrative  costs  for  child  support  services  provided 

nonwelfare  recipients,  by  charging  such  costs  to  the  absent  parent. 

Fiscal  Effect: 

This  amendment  would  allow  the  state  and  counties  to  recover 
their  administrative  costs  for  the  nonwelfare  component  of  the  child 
support  enforcement  program.  These  costs  are  estimated  to  be  $17.2 
million  for  1980-81,  of  which  the  state  will  pay  $12.9  million  and  the 
counties  will  pay  $4.3  million. 
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Program  Area:  Health  and  Welfare 


Subject:  Reporting  of  Hospital  Patient  Discharge  Abstracts 


Reference:  Analysis  p.  951 

Analysi s : 

Chapter  1242,  Statutes  of  1971  requires  hospitals  to  report 
uniform  financial  data  to  the  California  Health  Facilities  Commission. 
Current  law  does  not  require  hospitals  to  report  patient  discharge 
abstract  data.  The  submission  of  patient  discharge  information  by  the 
hospital  would  allow  the  commission  to  compare  hospital  costs  between 
hospitals  of  similar  caseload  complexity,  which  it  currently  cannot 
d<j.  This  would  enhance  the  effectiveness  of  the  commission's  financial 
information  disclosure  activities,  which  assist  public  agencies  in 
their  health  planning  functions. 

Recommendation : 

We  recommend  enactment  of  legislation  requiring  hospitals  to 
report  patient  discharge  abstract  data  to  the  California  Health 

Facilities  Commission. 

Fiscal  Effect: 

We  estimate  this  legislation  will  result  in  moderate  cost 
increases  to  the  California  Health  Facilities  Commission  Fund. 
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Program  Area:  K- 12  Education 


Subject:  Bilingual  Education 


Reference:  Analysis  p.  986 

Analysi s : 

Our  field  reviews  and  analysis  of  bilingual  programs  indicate 
that  some  schools  have  limited  and  non-English  speaking  (LES/NES) 
children  from  several  home  language  backgrounds.  One  school  we 
visited  has  13  different  languages  represented  in  its  LES/NES  student 
population.  It  is  financially  and  programmatically  difficult  for 
schools  such  as  these  to  obey  current  law  which  requires  schools  to 
ensure  that  these  students  have  access  to  credentialed  bilingual 
teachers.  Moreover,  such  teachers  as  are  available  are  more  effectively 
needed  in  bilingual  classrooms: 

Recommendation: 

We  recommend  that  legislation  be  enacted  eliminating  the 
requirement  that  school  districts  offer  native  language  instruction  to 

LES/NES  children  not  enrolled  in  bilingual  programs. 

Fiscal  Effect: 

Potential  savings  to  local  school  districts. 
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Program  Area:  K- 12  Education 


Subject:  Bilingual  Teacher  Training 


Reference:  Analysis  p.  987 

Analysi s : 

The  Bi 1 ingual -Crosscul tural  Teacher  Development  Grant  Program 
and  the  Bilingual  Teacher  Corps  reach  essentially  the  same  population 
of  prospective  bilingual  teachers.  Combining  these  two  programs  would 
(a)  prevent  program  overlap;  (b)  enable  current  members  of  the 
Bilingual  Teacher  Corps  to  receive  greater  stipends,  where  warranted; 
(c)  enable  current  Bilingual  Teacher  Corps  members  to  attend  school 
full  time  for  part  of  the  year;  (d)  enable  administrative  funds  to  be 
redirected  into  fellowships;  and  (e)  result  in  improved  program 
articulation  between  community  colleges  and  four-year  institutions 
of  higher  education. 

Recommendati on : 

We  recommend  enactment  of  legislation  which  combines  the 
Bilingual  Teacher  Corps  and  the  Bilingual  Teacher  Development  Grant 

program  into  a  single  grant  program  to  be  administered  by  the  Student 

Aid  Commission. 

Fiscal  Effect: 

No  direct  fiscal  effect,  however,  funds  could  be  redirected 
from  administration  into  fellowships. 


-41- 


Program  Area:  K- 12  Education 


Subject:  Equalization  of  County  Office  of  Education  Special 

Class  Funding. 

Reference:  Analysis  p.  1004 

Analysi s : 

Revenue  limits  for  county  operated  special  education  classes 
are  based  on  the  1972-73  expenditures  for  these  classes.  Since  then, 
the  limits  have  been  adjusted  for  inflation  but  have  not  been  equalized. 
As  a  result,  some  counties  have  high  expenditures  while  others  have 
low  expenditures  for  programs  serving  children  with  comparable 
handicaps.  For  example,  in  1977-78  Mendocino  County  spent  $18,127 
per  special  class  for  Orthopedical ly  handicapped  students  while  San 
Mateo  County  spent  $82,910. 

Recommendati  on : 

We  recommend  that  legislation  be  enacted  to  equal i ze 
revenue  limits  for  county  special  classes  for  handicapped 

chi  1 dren . 

Fiscal  Effect: 

No  state  costs,  however,  there  would  be  a  redistribution  of  state 
aid  whereby  some  counties  would  receive  more  state  aid  and  others 
would  receive  less. 
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Program  Area:  K-12  Education 


Subject:  Competency-Based  Driver  Training 


Reference:  Analysis  p.  1015 

Analysis : 

Pupils  enrolled  in  driver  training  (laboratory  phase)  are 
currently  required  to  complete  a  prescribed  number  of  hours  of 
instruction  even  if  they  have  learned  to  drive  prior  to  taking  the 
course.  A  competency-based  test,  with  minimum  criteria  equal  to  the 
Department  of  Motor  Vehicles  test  for  obtaining  a  drivers  license, 
would  allow  students  who  already  have  acceptable  driving  skills  to 
complete  driver  training  without  having  to  complete  the  currently 
required  hours  of  instruction. 

Recommendati  on : 

We  recommend  enactment  of  legislation  to  permit  pupils  to  receive 
credit  for  driver  training  (laboratory  phase)  by  passing  a  compe tency - 

based  test. 

Fiscal  Effect: 

Undetermined  state  savings  from  the  Driver  Training  Penalty 
Assessment  Fund  and  local  savings  for  school  district  general  funds. 


-43- 


Program  Area:  K- 12  Education 


Subject:  Regional  Adult  and  Vocational  Education  Councils  (RAVEC) 


Reference:  Analysis  p.  1024 

Analysi s : 

Chapter  1269,  Statutes  of  1975,  established  a  network  of 
councils  to  review  adult  and  vocational  education  courses  and  programs 
in  order  to  eliminate  unnecessary  duplication  of  effort.  Since  1978, 
the  state  has  not  provided  direct  funding  for  the  councils.  Some 
districts  have  continued  the  service  and  submitted  claims  to  the 
Board  of  Control  which  has  authorized  reimbursement  for  certain 
council  expenses. 

Recommendati on: 

We  recommend  that  legislation  be  enacted  which  modifies  the 
law  to  make  RAVECs  permissive  rather  than  mandatory. 

Fiscal  Effect: 

Undetermined  savings  due  to  termination  of  local  claims 
submitted  to  the  Board  of  Control  for  state  payment  of  unfunded, 
but  mandated,  costs. 
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Program  Area:  K- 12  Education 


Subject:  Teacher/Administrator  Ratios 


Reference:  Analysis  p.  1062 

Anaiysi s : 

Our  interviews  with  school  district  personnel  suggest  that 
the  publication  and  distribution  of  a  report  on  administrative 
ratios  can  serve  as  a  check  on  the  growth  of  administrative  staff. 
Management  personnel  were  very  conscious  of  their  administrative 
ratio  when  hiring  new  staff  and  the  publication  of  ratios  would 
serve  to  alert  school  board  members,  teacher  groups  and  the  community 
to  possible  inefficiencies  within  the  district. 

Recommendation: 

We  recommend  that  legislation  be  enacted  requiring  the 
Department  of  Education  to  prepare  an  annual  report  on  administrative 
ratios  for  distribution  to  all  school  districts. 

Fiscal  Effect: 

Possible  minor  increase  in  state  administrative  costs  due  to 
production  and  distribution  of  report.  These  costs  might  be  funded 
by  sale  of  the  report. 
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Program  Area:  General  Government 


Subject:  Workers'  Compensation  Adjudication 

Reference:  Analysis  p.  1343 

Analysis: 

The  Division  of  Industrial  Accidents  and  the  Workers'  Compensation 
Appeals  Board  in  the  Department  of  Industrial  Relations  adjudicate  claims 
for  the  compensation  of  workers  who  suffer  work-rel  ated  injuries.  The 
division  also  approves  rehabilitation  plans  for  disabled  workers.  In  addi¬ 
tion,  there  are  three  programs  in  the  department  which  provide  workers' 
compensation  benefits  in  special  cases.  In  1980-81,  these  programs,  which 
are  supported  from  the  General  Fund,  are  expected  to  cost  approximately 
$35  million. 

At  least  28  other  states  operate  their  workers'  compenstion  programs 
on  a  self-supporting  basis.  The  1973  National  Commission  on  State 
Workmen's  Compensation  Laws  recommended  that  all  states  adopts  self-supporting 
method  of  financing  their  systems.  The  most  common  method  used  by  other  states 
to  levy  an  annual  assessment  on  workers'  compensation  insurance  companies 
based  on  premium  costs  and  a  correspondi ng  charge  on  self-insured 
employers.  In  California,  it  would  cost  less  than  1.0  percent  of  such  pre¬ 
mium  costs  to  support  the  workers'  compensation  adjudication  program. 

Section  28,  Article  XIII  of  the  Constitution  of  California  pre¬ 
scribes  a  tax  on  insurance  companies  in  the  state  at  the  rate  of  2.35  percent 
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of  total  premiums  paid.  The  tax  is  in  lieu  of  all  other  state  and  local  taxes 
except  for  specified  taxes,  the  more  prominent  being  property  and  motor 
vehicle  taxes.  The  constitution  would  have  to  be  amended  to  authorize 
the  department  to  make  such  assessments  on  insurance  companies. 

Recommendation: 

We  recommend  that  Section  28,  Article  XIII  of  the  California 
Constitution  be  amended  to  allow  the  Legislature  to  make  the  workers1  com¬ 
pensation  adjudication  program  self-supporting. 

Fiscal  Effect: 

The  constitutional  amendment  would  allow  the  workers'  compensation 
adjudication  program  to  become  self-supporting.  The  program  has  a  total 
budget-year  cost  of  approximately  $35  million. 
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Program  Area:  General  Government 


Subject:  Uninsured  Employers'  Fund 

Reference:  Analysis  p.  1344 

Analysis: 

Pursuant  to  Sections  3706-3729  of  the  Labor  Code,  the  Uninsured 
Employers'  Fund  (UEF),  provides  workers'  compensation  benefits  in  cases 
where  employers  fail  to  provide  such  benefits.  The  UEF,  which  is  admin¬ 
istered  by  the  Department  of  Industrial  Relations,  is  partially  self- 
supporting  in  that  it  receives  revenue  from  recoveries,  fines,  and 
penalties  paid  by  uninsured  employers.  The  program  also  requires  periodic 
support  from  the  General  Fund. 

Under  Section  3715  of  the  Labor  Code,  benefits  can  be  paid  from  the 
UEF  only  after  a  finding  and  award  is  made  by  the  Workers'  Compensation 
Appeals  Board  (WCAB)  which  has  the  effect  of  requiring  litigation  in 
almost  all  UEF  cases.  Our  analysis  indicates  that  legislation  is  needed  to 
allow  the  department  to  administer  the  UEF  in  a  manner  similar  to  that  of  an 
insurance  company  to  avoid  unnecessary  litigation.  Only  about  25  percent 
of  the  cases  of  insurance  companies  are  heard  before  the  WCAB.  The 
remaining  cases  are  settled  informally  with  the  workers  without  litigation. 
Recommendation: 

We  recommend  that  Sections  3706-3729  of  the  Labor  Code  be  amended  to 
minimize  litigation  by  revising  claims  settlement  procedures  of  the 
Uninsured  Employers'  Fund  to  parallel  those  used  by  insurance  companies. 
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Fiscal  Effect: 


Without  this  legislation,  the  department  will  probably  need  to  add 
additional  attorneys  to  defend  the  UEF.  With  five  existing  attorneys,  the 
department  is  unable  to  attend  approximately  one-third  of  the  current  WCAB 
hearings  involving  claims  against  the  fund.  The  legislation  would  also 
contribute  to  the  alleviation  of  rising  workload  before  the  WCAB. 
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Program  Area:  General  Government 


Subject:  Mine  Safety 


Reference:  Analysis  p.  1348 

Analysi s : 

The  Tom  Carrel  1  Memorial  Tunnel  and  Mine  Safety  Act  of  1972 
created  an  occupational  safety  and  health  inspection  program  for 
mining  and  tunneling  operations  in  California.  At  that  time,  the 
U.S.  Bureau  of  Mines  in  the  Department  of  Interior  had  jurisdiction 
over  mine  safety  but  was  not  exercising  it.  The  state  program 
employs  approximately  5.5  personnel -years . 

Congress,  by  enacting  the  Federal  Mine  Safety  and  Health  Act 
of  1977,  established  a  mine  safety  program  in  the  U.S.  Department  of 
Labor  patterned  after  the  federal  Occupational  Safety  and  Health  Act 
(OSHA).  The  new  federal  program,  which  employs  28  mine  inspectors 
in  California,  is  duplicative  of  the  state  mine  safety  and  health 
program. 

Recommendation : 

We  recommend  legislation  to  eliminate  duplication  between  the 
state  and  federal  mine  safety  and  health  programs. 

The  problem  of  duplication  could  be  addressed  in  four  different 

ways : 

1.  The  state  program  could  be  abolished,  as  would  have  been 
accomplished  by  AB  50  of  last  year. 

2.  A  state  program  could  be  retained  to  provide  consultation 
services  to  mine  owners  and  could  probably  qualify  for  partial  federal 
fundi ng. 
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3.  A  state  program  could  be  retained  to  provide  only  those 
services  which  the  federal  program  does  not  provide  such  as  (a)  the  licensing 
of  personnel  who  work  with  high  explosives  and  (b)  the  certifying  of 
personnel  who  test  for  the  presence  of  dangerous  gases  in  mines. 

4.  A  combination  of  the  latter  two  proposals  also  could  be 
insti tuted. 

Fiscal  Effect: 

General  Fund  savings  would  vary  depending  on  the  alternative  adopted 
by  the  Legislature  but  could  be  up  to  $386,776  per  year. 
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Program  Area:  General  Government 


Subject:  Industrial  Welfare  Commission 

Reference:  Analysis  p.  1349 

Analysis: 

Existing  Procedures.  Under  existing  law,  the  five  member,  part-time 
Industrial  Welfare  Commission  in  the  Division  of  Labor  Standards 
Enforcement  promulgates  regulations  called  "wage  orders,"  which  govern  the 
wages,  hours,  and  working  conditions  for  most  California  workers.  There 
are  currently  15  different  wage  orders,  each  affecting  a  different 
industrial  segment  (for  example,  agriculture,  manufacturing,  motion  pic¬ 
ture,  and  transportation).  Each  order  contains  (1)  a  minimum  wage  and 
(2)  approximatly  60  substantive  regulations  governing  hours  and  working 
conditions  for  the  protection  of  health  and  welfare  of  workers.  These 
involve  such  factors  as  overtime  payments,  rest  periods,  and  allowances  for 
uniforms,  meals,  and  lodging. 

Existing  law  also  requires  the  commission  to  make  a  ful  1  review  of 
the  wage  orders  every  other  year.  This  process  begins  with  the  appointment 
of  a  wage  board  for  each  wage  order.  Altogether,  approximately  250  persons 
serve  on  the  15  wage  boards  and  receive  a  statutory  per  diem  rate  of  $15 
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per  day  of  service.  The  wage  boards  are  charged  with  making  recommen¬ 
dations  to  the  commission  regarding  a  minimum  wage,  working  hours  and 
working  conditions. 

After  the  commission  receives  the  recommendations  of  the  wage 
boards,  it  develops  proposed  wage  orders  and  holds  public  hearings  in  at 
least  two  cities  in  the  state.  The  commission  adopts  its  final  wage  orders 
at  the  conclusion  of  the  hearings.  Existing  law  also  requires  the  com¬ 
mission  to  include  in  each  order  a  statement  as  to  the  basis  on  which  it 
was  predicated.  Prior  to  the  1980  wage  orders,  the  commission  omitted  the 
basis  statement  from  the  orders  themselves.  However,  the  California  Supreme 
Court  rul  ed  (California  Hotel  and  Motel  Association  vs.  the  Industrial 
Welfare  Commission)  that  the  commission  erred  by  not  including  an  adequate 
basis  statement  in  its  1976  wage  orders. 

High  Publishing  Costs.  Existing  law  also  requires  the  wage  orders 
to  be  published  together  with  the  basis  statements  in  newspapers  in  seven 
specified  cities  in  the  state.  The  1976  orders  covered  eight  pages  and 
their  publication  cost  approximate! y  $156,000.  The  1980  wage  orders  with 
the  basis  statements  covered  12  pages  and  cost  approximate! y  $300,000. 

Procedural  Problems  Negate  Effectiveness.  The  primary  problem 
facing  the  commission  involves  a  high  rate  of  court  challenges  to  its  wage 
orders  on  the  grounds  that  they  do  not  contain  adequate  bases  statements. 

The  15  wage  orders  which  were  promulgated  in  1976  generated  12  different  law 
suits.  At  this  writing,  six  of  the  1976  wage  orders  are  totally  unenforce¬ 
able  and  three  are  partially  unenforceable  because  of  continuing  court 
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litigation.  The  1980  wage  orders  did  not  take  effect  before  similar  law 
suits  were  filed. 

It  is  doubtful  that  the  wage  orders  require  a  full  biennial  review 
as  demonstrated  by  the  commission's  findings  in  1978.  There  is  also  a 
serious  question  as  to  whether  the  wage  boards  are  required  at  all.  Many 
of  the  members  who  serve  on  the  boards  report  that  the  commission  generally 
ignores  their  recommendations.  The  entire  process  is  costly,  cumbersome, 
and  of  dubious  benefit  to  workers  generally. 

Recommendation : 

We  recommend  enactment  of  legislation  to  streamline  the  procedures 
used  by  the  Industrial  Welfare  Commission  to  regulate  minimum  wages,  hours. 


and  working  conditions. 


At  a  minimum,  our  analysis  indicates  that  legislation  is  needed  to: 

.  Repeal  the  requirement  for  a  full  biennial  review  of  the  orders, 
allowing  instead  the  commission  or  the  Director  of  Industrial 
Relations,  or  both,  to  determine  the  frequency  of  such  reviews. 

.  Make  the  use  of  wage  boards  optional  rather  than  mandatory. 

.  Provide  a  clear  definition  of  the  basis  statement  to  avoid 
extensive  litigation. 

.  Repeal  the  requirement  that  the  full  text  of  the  wage  orders,  as 
well  as  "bases  statements,"  be  published  in  newspapers,  and 
instead  require  only  that  a  summary  of  the  orders  and  bases 
statements  be  published. 

.  Make  the  courts  of  appeal  rather  than  the  superior  courts 
responsible  for  reviewing  wage  orders. 

Fiscal  Effect: 

The  Department  of  Industrial  Relations  reports  that  this  legislation 
would  result  in  General  Fund  savings  of  approximate! y  $500,000  biennually. 
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Program  Area:  General  Government 


Subject:  Subsequent  Injury  Fund 

Reference:  Analysis  p.  1355  (see  also  last  year's  Analysis  pp.  1249-1258) 

Analysis: 

Sections  4750  to  4755  of  the  Labor  Code  were  enacted  in  1937  to 
establish  the  Subsequent  Injury  Fund  program  primarily  to  encourage 
employers  to  hire  handicapped  workers.  Prior  to  that  time,  employers  were 
reluctant  to  hire  such  workers  because  workers'  compensation  costs  were 
usually  higher  for  handicapped  workers  in  the  event  that  they  sustained  a 
subsequent  or  second  injury.  This  occurred  because  certain  workers'  com¬ 
pensation  benefits  are  progressively  greater  for  more  serious  disabilities 
arising  from  industrial  injuries.  Employers  were  therefore  liable  for  the 
employees  total  disability  consisting  of  the  initial  handicap  plus  the 
disability  arising  from  the  second  injury. 

To  remedy  this  problem.  Sections  4750  to  4755  of  the  Labor  Code 
limit  the  financial  responsi bil ity  of  the  employer  of  a  handicapped  worker 
to  only  the  disability  arising  from  the  subsequent  industrial  injury.  All 
other  costs  for  disability  workers'  compensation  are  paid  by  the  state  from 
the  Subsequent  Injury  Fund  which  is  financed  primarily  by  annual  General 

Fund  appropri ations  and  is  estimated  to  cost  approximately  $4.8  million  in  1980- 
81.  Our  analysis  indicates  that  the  program  has  serious  administrative 
problems,  probably  no  longer  achieves  its  major  objectives,  and  needs  major 
restructuri ng. 
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Administrative  Problems.  Administrative  and  legal  costs  of  the  fund 


are  excessive  primarily  because  (1)  no  single  agency  is  responsible  for  its 
administration  and  (2)  all  benefits  are  required  to  be  determined  through 
the  adjudicatory  process  before  the  Workers'  Compensation  Appeals  Board  in 
the  Department  of  Industrial  Relations.  This  requires  litigation  in  almost 
all  cases. 

Reimbursing  Insurance  Companies.  Most  of  the  states  which  have 
established  subsequent  injury  programs  in  recent  years  are  employing  a 
system  which  was  recommended  by  the  Council  of  State  Governments  to 
simplify  administration.  These  states  reimburse  insurance  companies  or 
self-insured  employers  for  any  costs  paid  to  qualifying  handicapped 
workers,  usually  on  a  quarterly  basis.  Our  analysis  indicates  that 
administration  of  the  Subsequent  Injury  Fund  would  be  greatly  simplified 
if  the  state  were  to  adopt  the  Council  of  State  Governments  recommendation. 
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Abolishing  the  Credit  Period.  California  currently  employs  a  very 
complicated  method  for  ensuring  that  benefits  paid  from  the  Subsequent 
Injury  Fund  do  not  duplicate  payments  which  the  recipient  received  for  the 
preexisting  disability.  This  method  results  in  the  delay  of  the  payment 
of  subsequent  injury  benefits  for  an  average  of  about  three  and  one  quarter 
years.  This  delay,  which  is  referred  to  as  a  "waiting  period"  in  our  analy¬ 
sis,  violates  the  basic  objectives  of  the  workers'  compensation  program 
which  is  to  provide  supplemental  compensation  during  early  stages  of  a  dis- 
bility  to  enable  a  worker  to  make  necessary  adjustments  to  allow  him  to 
reenter  the  work  force.  As  far  as  we  can  determine,  no  other  state  employs 
such  a  system.  Our  analysis  indicates  that  the  "waiting  provision"  should 
be  abolished. 

Recommendation: 

We  recommend  that  legislation  be  enacted  to: 

1.  Assign  administrative  responsibil ity  for  the  subsequent  injury 
program  to  the  Department  of  Industrial  Relations  and  revise  claims  settle¬ 
ment  procedures  to  parallel  those  used  by  insurance  companies. 

2.  Provide  for  the  reimbursement  of  employers  of  their  insurance 
companies  rather  than  direct  payments  to  employees. 

3.  Eliminate  the  "waiting  provision"  for  benefits  in  existing  law. 
Fiscal  Effect: 

Due  principally  to  the  lack  of  administration,  adequate  statistics 
are  not  maintained  on  the  subsequent  injury  program.  It  is,  therefore,  not 
possible  to  estimate  the  costs  of  the  proposal  accurately.  Abolishment  of 
the  waiting  period  would  probably  result  in  substantial  costs  to  the  fund. 
These  costs  would  be  partially  offset  by  administrative  savings. 
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General  Government 


Program  Area: 

Subject:  Commission  for  Economic  Development 

Reference:  Analysis  page  1381 

Analysi s : 

Chapter  618,  Statutes  of  1972  established  the  Commission  for 

Economic  Development  to  provide  general  guidance  on  statewide  economic 

development.  Its  statutory  responsibilities  include  considering  and 

recommending  economic  development  programs,  as  well  as  advising  the 

Department  of  Commerce  in  carrying  out  its  functions  and  responsibilities. 

Chapter  345,  Statutes  of  1977,  replaced  the  Department  of  Commerce 

with  a  new  Department  of  Economic  and  Business  Development  and  also  created 
* 

a  new  advisory  council  to  provide  program  guidance  to  the  new  department. 
Establishment  of  the  new  advisory  council  left  the  Commission  for  Economic 
Development  with  no  state  department  to  advise  and  its  remaining  respon¬ 
sibility  of  considering  and  recommending  economic  development  programs 
duplicates  the  responsibilities  of  the  advisory  council. 

Because  the  advisory  council  receives  staff  support  from  the 
Department  of  Economic  and  Business  Development,  it  can  provide  economic 
development  guidance  at  about  2  percent  of  the  direct  cost  of  maintaining 
the  commission. 

Recommendation: 

We  recommend  enactment  of  legislation  to  terminate  the  commission 
because  the  advisory  council  can  perform  economic  development  guidance  in 
a  more  cost-efficient  manner. 
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Fiscal  Effect: 


Termination  of  the  commission  would  result  in  General  Fund 
savings  of  $303,305  in  1980-81  and  ongoing  annual  savings  of  increasing 
amounts  thereafter. 
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Program  Area:  Capital  Outlay 


Subject:  Capital  Outlay  Fund  for  Public  Higher  Education 


Reference:  Analysis  p.  1511 

Analysis : 

The  Capital  Outlay  Fund  for  Public  Higher  Education  (COFPHE) 
was  established  at  a  time  when  enrollments  in  higher  education  were 
increasing  at  a  rapid  rate  and  new  campuses  were  being  developed 
throughout  the  state.  Enrollments  are  no  longer  increasing  at  the 
earlier  rates,  and  in  fact  in  most  areas  are  projected  to  decline  and 
stablize  until  possibly  the  turn  of  the  century.  Additionally,  except 
in  a  few  cases,  the  physical  facilities  at  higher  education  campuses 
have  been  completed.  Consequently,  the  requirement  for  capital  outlay 
expenditures  in  higher  education  will  diminish  from  historical 
levels.  Conversely,  revenue  to  the  COFPHE  is  projected  to  increase 
significantly.  Based  on  information  from  the  State  Lands  Commission 
revenue  to  the  COFPHE  in  1980-81  will  be  approximately  $415.5  million 
and  thereafter  annual  revenue  will  be  approximately  $466.4  million  for 
perhaps  20  to  25  years. 

At  the  same  time  that  needs  for  capital  improvements  in  higher 
education  are  declining,  the  General  Fund  is  under  increased  pressure  to 
meet  high  priority  state  needs. 
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Given  the  pressures  on  the  General  Fund  and  the  unneeded  funds 
of  the  COFPHE,  we  believe  revenues  of  the  properties  under  the  manage¬ 
ment  of  the  State  Lands  Commission  should  be  considered  as  a  basic 
state  revenue  along  with  other  general  revenue  sources. 

Recommendation : 

We  recommend  that  legislation  be  enacted  to  deposit  the 
state  tidelands  oil  revenues  into  the  General  Fund  and  that  they  be 

used  to  satisfy  statewide  funding  needs  on  a  priority  basis. 

Under  this  plan  the  revenues  could  be  used  to  meet  capital 
outlay  requirements  in  higher  education  and  in  other  areas  of  state 
government,  as  well  as  other  statewide  programmatic  needs.  This 
would  allow  the  Legislature  discretion  in  the  use  of  the  funds  and 
not  restrict  it  to  a  specific  area  of  appropriation. 

However,  if  the  Legislature  wants  to  maintain  a  fund  exclusively 

for  capital  outlay,  such  a  fund  should  be  available  for  all  state 
capital  needs  except  those  funded  from  special  fees  (such  as  the  Fish 

and  Game  Fund  and  the  Transportation  Fund) 

Fiscal  Effect: 

Increase  revenue  to  the  General  Fund  of  $414,500,000  in  1980-81 
and  $466,400,000  annually  thereafter  for  20  to  25  years. 


-61- 


Program  Area:  Capital  Outlay 


Subject : 


Alternative  for  Funding  Local  Government  Capital  Outlay  Prograj 


Reference:  Analysis  p.  1515 

Analysi s : 

Prior  to  1978,  local  governments  and  community  college  districts 
usually  financed  needed  capital  facilities  by  securing  voter  approval 
for  a  bond  issue  to  finance  the  facility  or  increasing  the  local 
property  tax  rate  so  as  to  generate  the  revenues  needed  to  amortize 
the  bond.  In  June  1978  the  electorate  approved  Proposition  13,  which 
added  Article  XII IA  to  the  California  Constitution.  This  article 
limited  the  property  tax  rate  to  1  percent  of  the  market  value  of 
the  property  plus  an  amount  necessary  to  repay  voter-approved  debts 
approved  prior  to  July  1,  1978.  As  a  consequence,  the  ability  of 
local  governmental  entities  to  finance  needed  capital  outlay  has 
been  greatly  restricted.  The  traditional  debt  financing  mechanism 
is  no  longer  available  even  when  the  local  citizenry  believes  that 
construction  of  specific  facilities  are  needed  and  are  willing  to 
increase  local  property  tax  rates  on  a  temporary  basis  (corresponding 
to  the  term  of  the  bond)  in  order  to  fund  such  construction. 

Under  these  circumstances,  a  local  government  or  school  district 
has  three  options: 

1.  Do  not  undertake  the  capital  improvement. 

2.  Create  a  sinking  fund  to  pay  for  the  facility  once  sufficient 
funds  are  available.  This  might  require  many  years. 
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3.  Attempt  to  obtain  funds  from  other  sources  such  as  the 
state  or  federal  government. 

Recommendati on : 

To  alleviate  this  problem  and  to  maintain  local  control/ 
responsibility  we  recommend  that  legislation  be  enacted  to  place 
before  the  electorate  a  constitutional  amendment  that  would  allow 
the  local  electorate  to  tm'ponaAAjLij  increase  local  property  tax 

rates  in  order  to  fund  needed  capital  facilities  in  their  communities. 

In  summary,  this  constitutional  amendment  would: 

®  Allow  local  government  the  opportunity  to  acquire  facilities 
if  the  citizenry  so  desired. 

®  Reduce  pressure  on  the  state  to  provide  local  facilities  with 
state  funds. 

e  Provide  a  method  of  continuing  local  control  and  responsibility. 
Fiscal  Effect: 

State  cost--indetermi nate  but  potential  substantial  savings. 

Local  cost-- indeterminate  and  would  vary  dependent  on  individual 
local  governmental  entity  needs  and  voter  approval  of  specific 
indebtedness. 
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